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Abstract
As a part of their industry or competition policies governments decide whether to allow for
free market entry of firms or to regulate market access. We analyze a model where
governments (ab)use these policy decisions for strategic reasons in an international setting.
Multiple equilibria of this game emerge; and if the cost difference between domestic and
foreign firms is ‘significant‘, all equilibria induce the same allocation, where production
exclusively takes place in the cost-efficient country. Moreover, these equilibria are Pareto
efficient if this cost difference is ‘substantial‘. Only if cost differences are ‘insignificant‘, may
production take place in both countries in equilibrium.
JEL Code: D43, F12, L11, L51.
Keywords: intergovernmental competition, competition policy, entry regulation, free market
entry, international trade.
Thorsten Bayindir-Upmann






























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































 CESifo Working Paper Series
(for full list see www.cesifo.de)
________________________________________________________________________
914  Volker Grossmann, Managerial Job Assignment and Imperfect Competition in
Asymmetric Equilibrium, April 2003
915  Christian Gollier and Richard Zeckhauser, Collective Investment Decision Making with
Heterogeneous Time Preferences, April 2003
916  Thomas Moutos and William Scarth, Some Macroeconomic Consequences of Basic
Income and Employment Subsidies, April 2003
917  Jan C. van Ours, Has the Dutch Miracle Come to an End?, April 2003
918  Bertil Holmlund, The Rise and Fall of Swedish Unemployment, April 2003
919  Bernd Huber and Marco Runkel, Optimal Design of Intergovernmental Grants under
Asymmetric Information, April 2003
920  Klaus Wälde, Endogenous Business Cycles and Growth, April 2003
921  Ramon Castillo and Stergios Skaperdas, All in the Family or Public? Law and
Appropriative Costs as Determinants of Ownership Structure, April 2003
922  Peter Fredriksson and Bertil Holmlund, Improving Incentives in Unemployment
Insurance: A Review of Recent Research, April 2003
923  Bernard M.S. van Praag and Adam S. Booij, Risk Aversion and the Subjective Time
Discount Rate: A Joint Approach, April 2003
924  Yin-Wong Cheung, Kon S. Lai, and Michael Bergman, Dissecting the PPP Puzzle: The
Unconventional Roles of Nominal Exchange Rate and Price Adjustment, April 2003
925  Ugo Trivellato and Anna Giraldo, Assessing the ‘Choosiness’ of Job Seekers. An
Exploratory Approach and Evidence for Italy, April 2003
926  Rudi Dornbusch and Stanley Fischer, International Financial Crises, April 2003
927  David-Jan Jansen and Jakob de Haan, Statements of ECB Officials and their Effect on
the Level and Volatility of the Euro-Dollar Exchange Rate, April 2003
928  Mario Jametti and Thomas von Ungern-Sternberg, Assessing the Efficiency of an
Insurance Provider – A Measurement Error Approach, April 2003
929  Paolo M. Panteghini and Guttorm Schjelderup, Competing for Foreign Direct
Investments: A Real Options Approach, April 2003930  Ansgar Belke, Rainer Fehn, and Neil Foster, Does Venture Capital Investment Spur
Employment Growth?, April 2003
931  Assar Lindbeck, Sten Nyberg, and Jörgen W. Weibull, Social Norms and Welfare State
Dynamics, April 2003
932  Myrna Wooders and Ben Zissimos, Hotelling Tax Competition, April 2003
933  Torben M. Andersen, From Excess to Shortage – Recent Developments in the Danish
Labour Market, April 2003
934  Paolo M. Panteghini and Carlo Scarpa, Irreversible Investments and Regulatory Risk,
April 2003
935  Henrik Jacobsen Kleven and Claus Thustrup Kreiner, The Marginal Cost of Public
Funds in OECD Countries. Hours of Work Versus Labor Force Participation, April
2003
936  Klaus Adam, George W. Evans, and Seppo Honkapohja, Are Stationary Hyperinflation
Paths Learnable?, April 2003
937  Ulrich Hange, Education Policy and Mobility: Some Basic Results, May 2003
938  Sören Blomquist and Vidar Christiansen, Is there a Case for Public Provision of Private
Goods if Preferences are Heterogeneous? An Example with Day Care, May 2003
939  Hendrik Jürges, Kerstin Schneider, and Felix Büchel, The Effect of Central Exit
Examinations on Student Achievement: Quasi-experimental Evidence from TIMSS
Germany, May 2003
940  Samuel Bentolila and Juan F. Jimeno, Spanish Unemployment: The End of the Wild
Ride?, May 2003
941  Thorsten Bayindir-Upmann and Anke Gerber, The Kalai-Smorodinsky Solution in
Labor-Market Negotiations, May 2003
942  Ronnie Schöb, Workfare and Trade Unions: Labor Market Repercussions of Welfare
Reform, May 2003
943  Marko Köthenbürger, Tax Competition in a Fiscal Union with Decentralized
Leadership, May 2003
944  Albert Banal-Estañol, Inés Macho-Stadler, and Jo Seldeslachts, Mergers, Investment
Decisions and Internal Organisation, May 2003
945  Kaniska Dam and David Pérez-Castrillo, The Principal-Agent Matching Market, May
2003
946  Ronnie Schöb, The Double Dividend Hypothesis of Environmental Taxes: A Survey,
May 2003947  Erkki Koskela and Mikko Puhakka, Stabilizing Competitive Cycles with Distortionary
Taxation, May 2003
948  Steffen Huck and Kai A. Konrad, Strategic Trade Policy and Merger Profitability, May
2003
949  Frederick van der Ploeg, Beyond the Dogma of the Fixed Book Price Agreement, May
2003
950  Thomas Eichner and Rüdiger Pethig, A Microfoundation of Predator-Prey Dynamics,
May 2003
951  Burkhard Heer and Bernd Süssmuth, Cold Progression and its Effects on Income
Distribution, May 2003
952  Yu-Fu Chen and Michael Funke, Labour Demand in Germany: An Assessment of Non-
Wage Labour Costs, May 2003
953  Hans Gersbach and Hans Haller, Competitive Markets, Collective Decisions and Group
Formation, May 2003
954  Armin Falk, Urs Fischbacher, and Simon Gächter, Living in Two Neighborhoods –
Social Interactions in the LAB, May 2003
955  Margarita Katsimi, Training, Job Security and Incentive Wages, May 2003
956  Clemens Fuest, Bernd Huber, and Jack Mintz, Capital Mobility and Tax Competition: A
Survey, May 2003
957  Edward Castronova, The Price of ‘Man’ and ‘Woman’: A Hedonic Pricing Model of
Avatar Attributes in a Synthetic World, June 2003
958  Laura Bottazzi and Marco Da Rin, Financing Entrepreneurial Firms in Europe: Facts,
Issues, and Research Agenda, June 2003
959  Bruno S. Frey and Matthias Benz, Being Independent is a Great Thing: Subjective
Evaluations of Self-Employment and Hierarchy, June 2003
960  Aaron Tornell and Frank Westermann, Credit Market Imperfections in Middle Income
Countries, June 2003
961  Hans-Werner Sinn and Wolfgang Ochel, Social Union, Convergence and Migration,
June 2003
962  Michael P. Devereux, Measuring Taxes on Income from Capital, June 2003
963  Jakob de Haan, Jan-Egbert Sturm and Bjørn Volkerink, How to Measure the Tax
Burden on Labour at the Macro-Level?, June 2003
964  Harry Grubert, The Tax Burden on Cross-Border Investment: Company Strategies and
Country Responses, June 2003965  Kirk A. Collins and James B. Davies, Measuring Effective Tax Rates on Human
Capital: Methodology and an Application to Canada, June 2003
966  W. Steven Clark, Using Micro-Data to Assess Average Tax Rates, June 2003
967  Christopher Heady, The ‘Taxing Wages’ Approach to Measuring the Tax Burden on
Labour, June 2003
968  Michael P. Devereux and Alexander Klemm, Measuring Taxes on Income from Capital:
Evidence from the UK, June 2003
969  Bernhard Eckwert and Itzhak Zilcha, The Effect of Better Information on Income
Inequality, June 2003
970  Hartmut Egger and Josef Falkinger, The Role of Public Infrastructure for Firm Location
and International Outsourcing, June 2003
971  Dag Morten Dalen and Trond E. Olsen, Regulatory Competition and Multi-national
Banking, June 2003
972  Matthias Wrede, Tax Deductibility of Commuting Expenses and Residential Land Use
with more than one Center, June 2003
973  Alessandro Cigno and Annalisa Luporini, Scholarships or Student Loans? Subsidizing
Higher Education in the Presence of Moral Hazard, June 2003
974  Chang Woon Nam, Andrea Gebauer and Rüdiger Parsche, Is the Completion of EU
Single Market Hindered by VAT Evasion?, June 2003
975  Michael Braulke and Giacomo Corneo, Capital Taxation May Survive in Open
Economies, July 2003
976  Assar Lindbeck, An Essay on Welfare State Dynamics, July 2003
977  Henrik Jordahl and Luca Micheletto, Optimal Utilitarian Taxation and Horizontal
Equity, July 2003
978  Martin D. D. Evans and Richard K. Lyons, Are Different-Currency Assets Imperfect
Substitutes?, July 2003
979  Thorsten Bayindir-Upmann and Frank Stähler, Market Entry Regulation and
International Competition, July 2003